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1* 33 v© CAlbvKl'N Project is hereby disapyrovod. You authorised to 

expend, for the months of July through September On iy, the amounts of money 
and. supplies you proposed in the project farja#' but you are ©X* 's 
oeoted to drop the project and 'whatever ooniact you Jpay still have with C. -i 
permanently and m »uwi as tteShnvo allocated DM 900 for 

saxory July-Sopteabor , and 1)& 600 pi &rtyr wtro&eti^ly what you appear to 
have paid him during the last l^alf \of J^idpal ^949. \ \ 

2. After a thorou^h\ studyVof SMSi iii^relati^n^to the host of iapor^ 
tant tasks facing the Muhith Hash# wh 'feel^Btrongly that cases of the caliber 
of CAi-iAAill merely drain wfray. umpopror that We oannot afford to squander. 

Spending tiBK* on oanhot \e ' juatifieo\when we are too elxorthanded to 

arrive at detailed aaseaanenta fojK ;)OBsi)blr operational use of recent defee- 
tars lilce C. ^3 andl!L J Tnere will always be more opportunities than 
you can exploit# and even wfcOhv you peeeive soma of the Russian- spooking cose 
of f leers now in training you wi|f still hove too small a staff for ary but 
the iinst imp ortant jobs. 'tfenefalizing broadly# we oan reduoe the Russian 
aspects of jcunich's joio^to two* 

a. Mounting as many operations as can be perfectly stalled out# 

but no more. You are under no pressure to mount numerous operations ot all 
costs and in a great hurry* rather, you ara to examine the opportunities that 
arise so thoroughly that those you do mount will run smoothly with a minimum 
of ml sunder standings and delays between your office and ours. The endless 
questions w« have had to as*, about C* IV$L and <£. ^ many of them still vaa- 

answryed, show that time spent on people like v&hihftf and projects like 
aSTQl . Tould be better spent on staffing out the really going oonoerns. If 
this means devoting two ease officers to CARTEL and none to some other, 

tliis is far the present all to the good, 

b. Developing suitable people for operations in other areas. Again 
this means not rounding up great numbers, but thorough, oat lent study of o 
few. In tais connection, one -cod bird-dog in Germany ( JU for ingtwi: ^^ 
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will bo able to turn up as many good oases as your small staff should try 
to handle, and future operational possibilities will certainly continue to 
arise in other quarters* The Russian desk hare reoeived with alarm the news 
that the Oerman Station was not able to handle people Ilka the two defectors 
mentioned above j all ay explanations of the difficulties did not remove the 
faot that defectors offer considerably more profit than emigres of many 
years' standing* We'll never be able to handle all the defaotors available* 
but that is the direction it- which we oust labor* 



5* Please therefore take t.tis disapproval of CAHAKIH as a guide for 
. cutting down your operations in general to a workable sice* We respect and 
appreciate your ail-embraoing enthusiasms, but are sure you’ve tried to handle 
too muon* 

4. Neither the desk concerned nere nor Jie at all in- 

terested in ChlURIN's services in Spain; tney are in laot strongly opposed 
to his going to Spain at all. It looks to them as if he has highly exagger- 
ated his 3o-ciilled intelligence contacts there, ns you nave probably already 
learned from discussions with £ suggested in MJKA-9291, JCREUTZ is a 

defunct Oaoum agent in uudrid unsuccessfully seeking employment with the 
American Sbibasay to ease his dire financial situation. inere is no indication, 
and it is considered mo^c unlikely, that KHiSUTZ could holp in obtaining Span- 
tod visas* it would therefore be moat undesirable to have C&NMIN also end 
up in Spain, where he would probab^, also go the Amor lean Embassy sooner 
or later for help on the basis of his n past services to the American I. S. in 
Germany. " CioiAKIR’s other oontaots in Spain aro also of no intelligence in- 
terest, as far as we are able to determine. 

itm If he remains in tiamany, hit continued contact both with us and 
with ODBuM, through \(^ 'jsf- and BaBaKOVSKI, would be undesirable, The best 
way out would be the help £ J^uggested in UGkA-S45, para 2a, but no more; 
the procurement of an Lxit Permit so thao ae could go to Argentina, Do not 
help him get to Spain; if he makes hie own arrangements for getting there 
tnut is ..is business, but he must understand that no American representative 
there will >e interested in using him* 

6. For your future guidance, please notice that the CA2IhKIH project was 
never officially approved even for the lust half-year. KGKff-1797 of 31 *inroh 
1949 implies that ap r roval would be forthcoming after you had answered our 
question on finances, out you never answered the question; our only informa- 
tion on yo or pa.\7&ents to CAtfAKIIl oame ;auoh later from finance reports* That 
leads :ne to point out that all our requests for information are based on 
steu :ily tightening operational procedures, not of our own devising, which 
make it t»-ore than ever neoossary for you to follow a strict pattern in devel- 
oping operations. Unfortunately we have had to administer directives of which 
you a re in iterance, because tue general instructions to all field stations 
have not yet gone out, but please bear these two faots in aindi 

a, Striotly speaking, you are not authorised to spend any money on 
any project until a notification has gone from the branch to Confidential 
Funds that such, and such a quantity of branch funds has been allocated to that 
project* lou do have a fund to take care of small expenses connected with 
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developing new projects up to the point whore you we able to propose the 
project formally for approval, but no large or fixed periodic expenditure 
is authorise a without notif iontion from the branch* In practice it is 
impossible to approve all projeots at the beginning of the six-month periodf 
that Is why in this case you are given until the end of September to clese 
out the project* but we must conform to the spirit of the rule as closely 
as possible, and therefore must expect prompt answers to any questions on 
your financial arrangements* 

b* It is now necessary to procure what is oalled "operational 
clearance" a central offioe for every person who lias even a remote 

connection with your operations* Tnie means not only that w« mu?t obtain 
permission in writing to proceed with an important project like CARTKL, 
with specific permission to use certain identified Individuals and no others, 
but that we must also obtain clearance for everyone else down to the char- 
women and automobile mechanics* Clearance for people with who a we were al- 
ready in contact before the rule went into effect will be procured as fast 
as we can do the necessary paper work and co-ordination, but for every new 
or substantially changed operation we must get clearance at the beginning* 
Since it is impossible to obtain all the necessary facts at the beginning, 
there is also a provisional Clearance for tnzee months, at the end of whleh 
time we have to be able to present the whole story in order to justify per- 
manent clearance* It is therefore imperative that you do your agent-control 
work with the greatest thoroughness and promptitude* 

?• In addition to the recent regulations described above, Munich above 
all other bases poses problems of intricate co-ordination here* AJ.1 matters 
concerning Russian operations have to be settled with at least one other 
branch, or in the cuse of people .like C two o^h®r braaohes, in addition 
to the people handling operatioir clearance, funds, liaison with other govern- 
ment agencies, CGJJMO, supply, eto* This means that prompt, full answers to 
our questions (or better, antioipati ;n of our questions), and regular, de- 
tailed progress reports from every case officer on every oase he is handling 
are bedrock essentials* With them wo can provide you the support you require, 
without them we and you all go throu n endless waste motion* 

8* These generalities have brought us a long way frou CANAJCIN, but I 
wanted you to see the considerations which have to govern our attitude to your 
wnole enormous operational problem* If tnis deoision appears to you to be 
abrupt, arbitrary, and unwise, we must nevertheless make decisions that re- 
duce your present overextension. 
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